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Dear Mr. MciIntvre:
We believe that through the use of compstitive procurement
procedures it may be possible to significantly reduce the cost
of real estate aasent Iees incurred by Federal agencies. Cur-

rentlyv, civilian Government employees pay and are then rein-
bursed for the real estate avent comnissions involved in sell-
inc their nhomes when thev move at Government expense. (Gener-
zlly, no attenpt is made to optein competition in contracting
for these services.

Wnile statistics showing the exact number of civilian Fed-
eral emplovees noving annually are not readildy available, we
estinmate that as many as 140,000 emnlovees relocate each yvear.
The real estate fee an employee pays for selling a residence
is normally in the range cf 6 to 7 percent of the selling price.
hssuning a 6-percent fee and applyving it to the $49,400 national
average sales price of an existing nhone, the Government spends
about 5415 nillion annually for the services of real estate
agents (140,000 x $49,400 x 6 percent). 4Yhus, a commission
reduction for each 1 percent could save the Government about
$69 million annually ($415 nillion divided by 6).

Cpportunities to Reduce Real Estate
Costs Are Available

The Air Force spent about $6.7 million in FY 1977 to
reimburse relocating civilian employees for real estate fees. =
At a 6 percent commission rate, a l-percent reduction through
competitive contracting would have reduced the Air Force expense
by $1.1 million.

As another example, the Marine Corps recently moved its
Philadelphia, Pennsylvania, finance center to Albany, Georgia.
Trhe move caused 164 civilian employees to transfer. The total
value of home sales was about $5.7 million, and the real estate
o
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fiees anounted to $372,00C 'ne averatg.conumigel rate in
this case was 6.6 perceni., & l-percent resuctionh would Lave
saved avout £56,00G.

Vie bzlieve that ther &NV OGthzr opportunities for
the Governnent to reducs ttres for rezl estate costs.
Siniler ODDortUﬂltlES &rs aci=2¢ on 1n ithe private sector.
For exarmple, a fan Zntonic home builder with ornly two housss

) to sell negotlated a2 l-csrcent fes reduction with & large rszl
estate firnn., & further reduction of 1 cercent was agreed to
if the builder so0ld the hoveses to coiner than a real estzte
&gency CUSTONEYr.

We also ifound that a company providing nationwide relo-
cation managenment services to private companies is aple to
obtain reduced commissions because of the large volume of
hones sold each vear. &n official of the relocation manage-
ment service said reduced rates result beczuse agents desire
repeat business. According to this official, the Government
should hLave li¢tle trouble in contracting for reduced comnis-
sions because of the large number of house szles resulting
from relocations. “he individual we spoke to thought that
relocation service conmpanies, including the one he represents,
would be interested in offsring the Government a2 reduced
commission on & regional besis.

Conclusion and Suganestion

o]

We believe it is possible that conpetitive contracting
for real estate services could save the Government millions
of dollars annually and further the President's inflation-

fighting program. The large volume of£yearly real estate .
f sales resulting from relocation of Fedé¢ral emplovees should
enable the Government to obtain reduced rates for real estate
services either on a local or regional basis.

We realize that there will be many objections to changing
present practices. In view of the potential savings, however,
we suggest that you determine the feasibility of competitively
contracting for real estate services.

It might be desirable to first test the use of the compe-'
titive procedures in a particular city or regional area where
a substantial number of Government employees will be moving.
One possibility would be to develop and test contracting pro-
cedures along the lines of those used by the Federal Supply
Service in awarding supply schedule contracts. Under these
procedures, a competitive benchmark rate for real estate agent
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